The system transformation which started in the last decade of the previous century and the accompanying transition into market oriented economy have contributed to the increase of foreign investors' interest in committing their capital in Poland. The interest grew even more after Poland joined the European Union. With limited national financial resources and great demand for the same, foreign investment has been a desirable factor supporting and accelerating economic growth. The objective of this paper is to evaluate the changes in the level and structure of foreign capital in Poland in the years [2008][2009][2010][2011][2012][2013], that is during the period of economic downturn following the global financial crisis. The point is, first of all, to find an answer to the following question: to what extent has the economic destabilisation caused by the crisis influenced the decisions of foreign investors concerning investing their capital in Poland? This allows to verify the following scientific hypothesis: during crisis stability of the financial system of the country in which parent companies have their seats is more important for foreign investors than financial security of the host country. The analysis covers total foreign capital, that is both direct and portfolio investment, as well as derivatives and credit facilities. The empirical part of the study has been based on the information published by the National Bank of Poland.
Introduction
The system transformation, which started in the last decade of the previous century, and the accompanying transition into market oriented economy have contributed to the increase of foreign investors' interest in committing their capital in Poland. The interest grew even more after Poland joined the European Union. With limited national financial resources and great demand for the same, foreign investment has been a desirable factor supporting and accelerating economic growth. It contributes, at the same time, to strengthening the competitive position of Poland on the international level. Apart from positive effects of the foreign capital impact on economy, however, the related threats should also be noticed. They are connected for example with the fact that part of foreign investment has a speculative character. This may result in fluctuations in the level and structure of foreign investment, depending on the economic situation in global markets. Similarly to other Eastern European countries Poland is perceived by foreign investors as a territory with high investment risk. During escalation of crisis speculative investment is withdrawn from such countries in the first place which results in specific repercussions on the entire economy.
The objective of this paper is to evaluate the changes in the level and structure of foreign capital in Poland in the years [2008] [2009] [2010] [2011] [2012] [2013] , that is during the period of economic downturn following the global financial crisis. The point is, first of all, to find an answer to the following question: to what extent has the economic destabilisation caused by the crisis influenced the decisions of foreign investors concerning investing their capital in Poland? This would allow to verify the following scientific hypothesis: during crisis foreign investors believe that stability of the financial system of the country in which parent companies have their seats is more important than financial security of the host country where subsidiaries are located. The analysis covers total foreign capital, that is both direct and portfolio investment, as well as derivatives and credit facilities. The empirical part of the study has been based on the information published by the National Bank of Poland.
Symptoms of recession
The basic macroeconomic indicators describing Polish economy after 2007 clearly indicate that we have to do with a destabilisation of conditions of the functioning of business entities. No GDP decrease has been recorded, just a slowdown of its growth rate, and therefore in economic terms there has been no crisis but only a recession. In the light of the data presented in table 1 it is perfectly clear that economic downturn in Poland has been a consequence of the global financial crisis which began in the second half of 2007 in the United States after which it swept through most countries of the world, in particular the highly developed ones. Its effects left a mark on global economy, from the point of view of both micro-and macroeconomics, as well as on capital flows.
In the present-day world economy there are very close interrelations among individual countries and any changes in the economic situation of one country influence other states. The relations between Polish economy and global commodity and capital markets have made it impossible for our country to avoid the consequences of the financial crisis. The GDP dynamics in 2008 decreased significantly when compared to 2007. The same applied to export, capital expenditures and sales in industry. The consequences of recession impacted in the first place and to the greatest extent the capital market (Warsaw Stock Exchange). The value of shares listed on the Warsaw Stock Exchange decreased in 2008 when compared to the previous year by nearly 57%, whilst in the subsequent years the dynamics of market capitalisation was characterised by considerable changeability. What is surprising here is the decrease of registered unemployment rate from 11.2% in 2007 to 9.5 % in 2008 (it has been the lowest level from the beginning of system transformation).
In 2009 the value of export, capital expenditures and sales in industry was lower than a year before. The improvement of situation in subsequent years was temporary. Fluctuations in the dynamics of industrial production and capital expenditures may suggest that production powers in enterprises was not used to the full, which, in turn, ended in the lack of interest in creation of new jobs. As a result the unemployment rate shows a growing tendency [Wypych 2014, p. 667] .
Foreign capital as a development factor
When describing foreign capital in national economy, it should be clearly underlined that it has different forms. It is commonly assumed that the main ones include direct and portfolio investment. From the point of view of impact of foreign investment on the efficiency of economy, and in particular industry, it is assumed that the former is of fundamental importance, since portfolio investment has to a large extent a speculative character whilst its scale depends mainly on interest rate changes. Portfolio investment does not have any significant impact on structural transformations of national economy and its competitiveness but is used mainly to finance the budget deficit and, to a certain extent, determine the development of exchange market. Both direct and portfolio investment includes two types of financial instruments, that is equity instruments (shares and other forms of equity) and debt instruments (debt securities).
The important thing in the case of direct investment is a legal aspect of investing capital by foreign investors. According to the provisions of the Act on companies with foreign capital participation of 14 June 1991 (Dz. U. of 1991, No. 60 item 253 as amended) a foreign entity may run its business activity on its own behalf (direct activity) or participate in the running and results of such activity run by a domestic entity (indirect activity). A foreign entity may run a business activity only in the form of a limited liability com-pany (spółka z ograniczoną odpowiedzialnością) or joint stock company (spółka akcyjna). This means that these may be companies with foreign participation only, or mixed companies. The decisive and only fact which determines whether a given company is a company with foreign participation is whether any foreign entity holds some of its shares. The actual value of participation of a foreign entity in the share capital of a company is of no importance here, however the degree of capital participation of a foreign investor determines the extent of its control over the company -it is, however, a problem of an ownership supervision.
In the case of portfolio investment no active control over the issuer of securities is involved and investors settle for realisation of profit. Profit is generated on the basis of differences in interest rates or currency fluctuations. For this reason the decisions of investors interested in securities are most usually grounded on credit rating of a given country. The rating is prepared by independent financial organisations (rating agencies) and its purpose is to establish the risk connected with a given state. No security issued by an authorised entity in a given country may have higher rating than the bonds issued by the government of such a country. Portfolio investment plays an important part in financing budget deficit since a considerable part of treasury bonds is purchased by foreign investors.
Apart from direct and portfolio investment foreign capital includes such instruments as trade credits (connected with deferred payments and advance payments in export and import transactions), loans and borrowings from equity-related entities, funds in cash and bank accounts owned by a foreign entity and deposited in the receiving country, etc. (they are described as "other investment"). Furthermore, derivatives, which are not securities and whose value depends on the underlying asset such as, for example, share price, bond yield, interest rate, exchange index, etc., are a separate and specific category of foreign capital. Derivatives fall into two categories: symmetric instruments (forwards, various types of exchange transactions) and asymmetric instruments (options) [Międzynarodowa pozycja…, 2013, pp. 49-50] .
The most important facts which prove a positive impact of foreign investment in Poland include participation in financing of budget deficit, increase of capital expenditures, imitation effect, employment growth, improving the qualifications of employees of enterprises with foreign capital participation, technological progress, export increase, increase of cooperation with domestic companies. Furthermore, foreign investment stabilises the balance of payments and exchange rate [Wyżnikiewicz 2001 , p. 7, Rzepka 2005 , p. 52, Wieczorek 2005 . Negative consequences of the impact of foreign capital include attempts to evade paying taxes, slight tendency to reinvest profits, low proportion of greenfield type investment (constructed from the ground up), high share of supply import, lack of inclination for research and development activity [Prusek 2005 , p. 86, Kotula 2004 , p. 28, Pawłowicz 2008 , pp. 13-18, Wypych 2007 .
Dynamics and structure of foreign capital in the years 2008-2013
The level of the foreign capital invested in Poland expressed in absolute terms in the years 2004-2013 nearly tripled (from 638 billion PLN to 1,840 billion PLN). In the period covered by the analysis (2008-2013) there was a 60% increase which means that macroeconomic destabilisation resulted for example in a slowdown in the inflow of foreign capital to the Polish economy. The information on the dynamics of foreign investment, taking into account its generic structure, is presented in table 2. In the first place it should be emphasised that along with the entire period we can see a positive dynamics of value of the total foreign capital. It applies also to direct investment. In the case of portfolio investment a slump was recorded only in 2008 (10% drop when compared to the previous year), that is in the beginning of the recession. Also the next slowdown phase made itself felt: the level of portfolio investment in 2013 did not change with respect to 2012. There were, however, fluctuations in the case of other investment (drop in 2012), in particular in the case of derivatives. Derivative instruments are associated with high risk and therefore they are very sensitive to any changes in the level of macroeconomic indicators such as interest rates, exchange rates or share prices.
It is also very clear that fluctuations in the dynamics of direct investment are less considerable than in the case of portfolio investment, whereas fluctuations in the dynamics of equity investment are larger than in the case of debt investment. This results from the specific character of financial instruments: shares involve higher risk than bonds. The structure of foreign direct investment is dominated by equity instruments (over 2/3), whereas the structure of portfolio investment -by debt instruments (over 3/4). The legitimacy of the hypothesis presented in the beginning is most clearly visible with respect to other investment. Limitation of the degree of crediting and cash in the years 2009 and 2012 is directly related to recession phenomena observed in the countries from which majority of investment getting to Poland comes (Germany, France, the Netherlands).
The next two tables present the information concerning the structure of foreign investment. Table 3 lists the main types of foreign investment, whereas table 4 -the basic financial instruments reflecting foreign capital. Direct investment and equity instruments are of greatest importance. From the point of view of economy such a situation is very advantageous since both direct investment and equity instruments are relatively stable. It is due to the fact that investing capital in such a form involves long-term decisions. Profitability of such investment is determined by the following factors: prospects for the increase of national demand, market size, value and competitive position of enterprises in which capital is invested. If the economic situation of the host country and conditions of running business activity deteriorate, it is much harder to withdraw the capital involved in direct investment and equity instruments. In such a case investors are forced to take restructuring measures to minimise losses while trying, at the same time, to earn profit anyway [Konieczny, Wypych 2006, p. 265] . What should be underlined is the increased share of treasury debt instruments (mainly treasury bonds) and government loans in the total value of foreign capital. The value of the bonds issued by the State Treasury and owned by foreign investors amounted in 2000 to 37.6 billion PLN and increased to 108.3 billion PLN in 2004 (Poland's accession to the EU) and exceeded 400 billion PLN in 2012. The data include the bonds issued both in Poland and abroad. The value of loans and borrowings, on the other hand, granted to the government sector changes depending on the current demand: for example in 2004 it amounted to 64.2 billion PLN, in 2008 to 32.7 billion PLN and in 2012 to 62.6 billion PLN. In 2013 treasury bonds made up 97.7% of all bonds owned by foreign investors. Thus foreign investment contributes significantly to the financing of budget deficit despite the fact that at the same time it is reflected in the national debt. Poland's sovereign debt as at the end of 2013 in relation to foreign capital was 62.5%, whilst participation of government sector in sovereign debt amounted to 40.2% [Międzynarodowa pozycja…, 2014, p. 27] .
Recession versus foreign direct investment
Analysis of the dynamics and structure of foreign capital does not provide a complete answer to the question posed in the beginning, since it is based on the information on the situation at the end of every year. Changes in the investment level at year end take into account investment inflows and outflows. It seems that we may get a more reliable picture of relationships between the economic downturn and investment on the basis of the analysis of inflow and outflow of foreign direct investment. As it has been indicated earlier foreign direct investment is more stable and more than other elements of foreign capital connected with the host country economy. Foreign direct investment occurs at the same time in three areas: of international transfer of capital, specialist expertise in management and new technologies and enterprise. Access to new technologies, new forms of management and production organisation contributes to modernisation and improved functioning of local enterprises. In the case of direct investment additional elements, such as unearned income and scope of reinvestment of profits, may be taken into account additionally. Table 5 presents global information concerning capital flows connected with foreign direct investment with particular attention paid to European Union and Poland. Impact of the financial crisis on the level of foreign direct investment is quite clearly noticeable. Both in the world and in the European Union the outflow of the capital related to direct investment in the years 2008-2012 is greater than capital inflow, whereas in the European Union the disproportions are greater. In 2013 global capital inflow for the first time slightly exceeded capital outflow. The situation in Poland looks different. In the years 2008-2013 there was a constant and clear advantage of investment inflow over investment outflow, whereas in 2011 a record level of inflow of foreign direct investment was seen (over 20 billion dollars). In 2012 capital outflow was at the minimum level whilst in 2013 a paradoxical situation arose in Polandthe values of both capital inflow and outflow were negative. What contributed to it was a large scale of the so-called capital in transit. It includes transactions of special purpose vehicles which transfer funds between countries at a request of a parent corporation and for the purpose of tax optimisation. This is one of the consequences of global crisis and it confirms legitimacy of the hypothesis presented in the introduction.
This means that during recession Poland was an attractive country to investors. According to the report of Ernst & Young Poland is a leader in respect of investment increase in Europe. In 2012 it recorded the highest rise in the number of investment projects among European countries (22% more than in 2011), whilst Europe recorded a 2.8% decrease. Foreign direct investment contributed to the creation of 67% more jobs than in the previous year (the result for the entire Europe is +8%). The report placed Poland in the first place in the region of Central and Eastern Europe as regards investment competitiveness. Also in 2013, in the European attractiveness survey conducted by Ernst & Young, Poland took the first place in Central and Eastern Europe as the most attractive country in the region [Atrakcyjność inwestycyjna …] Revenue from foreign direct investment is an important issue from the point of view of the hypothesis formulated above. Relevant information is presented in table 6. Economic destabilisation has not contributed to reduction of total revenue earned by foreign investors. On the contrary, a tendency for its increase can be observed. On the other hand, the structure of revenue has changed. The level of paid dividends and received interest has grown, whereas the value of retained profit has decreased since 2011. This means an outflow of capital from Poland. Such situation has been caused by a limited access to attractive investment projects on the one hand, whilst on the other hand by deliberate actions the purpose of which is to supply capital to parent corporations with their seat abroad through the agency of the subsidiaries located in Poland.
Summary
During recession caused by the global financial crisis Poland has been perceived as an attractive country to foreign investors. This finds its confirmation in the data concerning fluctuations in the value of capital flowing in from abroad after 2008. Foreign capital completes insufficient accumulation of Polish economy. Besides, foreign investment plays an important part in the financing of budget deficit. Despite the fact that it finds a reflection in a high level of Poland's debt, such a situation should be evaluated positively. What should be emphasised in the first place is a relatively high participation of foreign direct investment which is more stable than other types of foreign capital.
Analysis of structure of foreign capital broken down by type and of revenues from foreign direct investment proves, at the same time, legitimacy of the hypothesis presented in the beginning according to which during crisis financial stability of the country in which parent companies have their seats is more important for foreign investors than financial security of the host country. This finds its confirmation in an intensification of transactions of the so-called special purpose vehicles, upward trend in the level of dividends and interest paid to foreign investors and downward trend in the level of profit reinvestment.
